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(b) Certain restrictions on liquidation dis-
regarded

(1) In general

For purposes of this subtitle, if—

(A) there is a transfer of an interest in a
corporation or partnership to (or for the ben-
efit of) a member of the transferor’s family,
and

(B) the transferor and members of the
transferor’s family hold, immediately before
the transfer, control of the entity,

any applicable restriction shall be disregarded
in determining the value of the transferred in-
terest.

(2) Applicable restriction

For purposes of this subsection, the term
‘““‘applicable restriction’” means any restric-
tion—

(A) which effectively limits the ability of
the corporation or partnership to liquidate,
and

(B) with respect to which either of the fol-
lowing applies:

(i) The restriction lapses, in whole or in
part, after the transfer referred to in para-
graph (1).

(ii) The transferor or any member of the
transferor’s family, either alone or collec-
tively, has the right after such transfer to
remove, in whole or in part, the restric-
tion.

(3) Exceptions

The term ‘‘applicable restriction’ shall not
include—

(A) any commercially reasonable restric-
tion which arises as part of any financing by
the corporation or partnership with a person
who is not related to the transferor or trans-
feree, or a member of the family of either, or

(B) any restriction imposed, or required to
be imposed, by any Federal or State law.

(4) Other restrictions

The Secretary may by regulations provide
that other restrictions shall be disregarded in
determining the value of the transfer of any
interest in a corporation or partnership to a
member of the transferor’s family if such re-
striction has the effect of reducing the value
of the transferred interest for purposes of this
subtitle but does not ultimately reduce the
value of such interest to the transferee.

(c) Definitions and special rules
For purposes of this section—
(1) Control

The term ‘‘control” has the meaning given
such term by section 2701(b)(2).

(2) Member of the family

The term ‘‘member of the family” means,
with respect to any individual—

(A) such individual’s spouse,

(B) any ancestor or lineal descendant of
such individual or such individual’s spouse,

(C) any brother or sister of the individual,
and

(D) any spouse of any individual described
in subparagraph (B) or (C).
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(3) Attribution

The rule of section 2701(e)(3) shall apply for
purposes of determining the interests held by
any individual.

(Added Pub. L. 101-508, title XI, §11602(a), Nov. 5,
1990, 104 Stat. 1388-498; amended Pub. L. 104-188,
title I, §1702(£)(3)(C), Aug. 20, 1996, 110 Stat. 1871.)

AMENDMENTS

1996—Subsec. (¢)(3). Pub. L. 104-188 substituted ‘‘sec-
tion 2701(e)(3)”’ for ‘‘section 2701(e)(3)(A)”.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104-188 effective, except as
otherwise expressly provided, as if included in the pro-
vision of the Revenue Reconciliation Act of 1990, Pub.
L. 101-508, title XI, to which such amendment relates,
see section 1702(i) of Pub. L. 104-188, set out as a note
under section 38 of this title.

Subtitle C—Employment Taxes

Chapter Sec.1
21. Federal insurance contributions act ..... 3101
22. Railroad retirement tax act .................. 3201
23. Federal unemployment tax act ............. 3301
23A. Railroad TUnemployment Repayment

TAX e 3321
24. Collection of income tax at source on

WAZES tenererrnenerernrnerereerereerareeraaaaaaan 3401
25. General provisions relating to employ-

ment taxes ......oocoiiiiiiiiiiiiiie 3501

AMENDMENTS

1983—Pub. L. 98-76, title II, §231(c), Aug. 12, 1983, 97
Stat. 429, added item for chapter 23A.

Pub. L. 98-67 repealed amendments made by Pub. L.
97-248. See 1982 Amendment note below.

1982—Pub. L. 97-248, title III, §§307(b)(1), (6), 308(a),
Sept. 3, 1982, 96 Stat. 590, 591, provided that, applicable
to payments of interest, dividends, and patronage divi-
dends paid or credited after June 30, 1983, the heading
of subtitle C is amended to read ‘“‘Employment Taxes
and Collection of Income Tax at Source’’, the caption
of chapter 24 is amended by striking out ‘“On Wages’’,
and the caption of chapter 25 is amended by inserting
““And Collection Of Income Taxes At Source’ after
“Employment Taxes’’. Section 102(a), (b) of Pub. L.
98-67, title I, Aug. 5, 1983, 97 Stat. 369, repealed subtitle
A (§§301-308) of title III of Pub. L. 97-248 as of the close
of June 30, 1983, and provided that the Internal Revenue
Code of 1954 [now 1986] [this title] shall be applied and
administered (subject to certain exceptions) as if such
subtitle A (and the amendments made by such subtitle
A) had not been enacted.

CHAPTER 21—FEDERAL INSURANCE
CONTRIBUTIONS ACT

Subchapter Sec.1
A. Tax on employees 3101
B. Tax on employers .. 3111
C. General provisions .... 3121

Subchapter A—Tax on Employees

Sec.
3101. Rate of tax.
3102. Deduction of tax from wages.

§3101. Rate of tax
(a) Old-age, survivors, and disability insurance

In addition to other taxes, there is hereby im-
posed on the income of every individual a tax

1Section numbers editorially supplied.

1Section numbers editorially supplied.
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equal to the following percentages of the wages
(as defined in section 3121(a)) received by him
with respect to employment (as defined in sec-
tion 3121(b))—

In cases of wages received during: The rate shall be:

1984, 1985, 1986, or 1987 ............. 5.7 percent
1988 01 1989 ...ceiviiiiiiieeeens 6.06 percent
1990 or thereafter .................... 6.2 percent.

(b) Hospital insurance

In addition to the tax imposed by the preced-
ing subsection, there is hereby imposed on the
income of every individual a tax equal to the
following percentages of the wages (as defined in
section 3121(a)) received by him with respect to
employment (as defined in section 3121(b))—

(1) with respect to wages received during the
calendar years 1974 through 1977, the rate shall
be 0.90 percent;

(2) with respect to wages received during the
calendar year 1978, the rate shall be 1.00 per-
cent;

(3) with respect to wages received during the
calendar years 1979 and 1980, the rate shall be
1.05 percent;

(4) with respect to wages received during the
calendar years 1981 through 1984, the rate shall
be 1.30 percent;

(5) with respect to wages received during the
calendar year 1985, the rate shall be 1.35 per-
cent; and

(6) with respect to wages received after De-
cember 31, 1985, the rate shall be 1.45 percent.

(c) Relief from taxes in cases covered by certain
international agreements

During any period in which there is in effect
an agreement entered into pursuant to section
233 of the Social Security Act with any foreign
country, wages received by or paid to an individ-
ual shall be exempt from the taxes imposed by
this section to the extent that such wages are
subject under such agreement exclusively to the
laws applicable to the social security system of
such foreign country.

(Aug. 16, 1954, ch. 736, 68A Stat. 415; Sept. 1, 1954,
ch. 1206, title II, §208(b), 68 Stat. 1094; Aug. 1,
1956, ch. 836, title II, §202(b), 70 Stat. 845; Pub. L.
85-840, title IV, §401(b), Aug. 28, 1958, 72 Stat.
1041; Pub. L. 87-64, title II, §201(b), June 30, 1961,
75 Stat. 141; Pub. L. 89-97, title I, §111(c)(5), title
II1, §321(b), July 30, 1965, 79 Stat. 342, 395; Pub. L.
90-248, title I, §109(a)(2), (b)(2), Jan. 2, 1968, 81
Stat. 836; Pub. L. 92-5, title II, §204(a)(1), Mar. 17,
1971, 85 Stat. 11; Pub. L. 92-336, §204(a)(2), (0)(2),
July 1, 1972, 86 Stat. 421, 422; Pub. L. 92-603,
§135(a)(2), (b)(2), Oct. 30, 1972, 86 Stat. 1362, 1363;
Pub. L. 93-233, §6(a)(1), (b)(2), Dec. 31, 1973, 87

Stat. 954, 955; Pub. L. 94455, title XIX,
§1903(a)(1), Oct. 4, 1976, 90 Stat. 1806; Pub. L.
95-216, title I, §101(a)(1), (b)), title III,

§317(b)(2), Dec. 20, 1977, 91 Stat. 1510, 1511, 1540;
Pub. L. 98-21, title I, §123(a)(1), Apr. 20, 1983, 97
Stat. 87; Pub. L. 108-203, title IV, §415, Mar. 2,
2004, 118 Stat. 530.)

REFERENCES IN TEXT

Section 233 of the Social Security Act, referred to in
subsec. (¢), is classified to section 433 of Title 42, The
Public Health and Welfare.
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AMENDMENTS

2004—Subsec. (¢). Pub. L. 108-203 substituted ‘‘exclu-
sively to the laws applicable to’’ for ‘‘to taxes or con-
tributions for similar purposes under’’.

1983—Subsec. (a). Pub. L. 98-21 substituted table of
rates for former pars. (1) to (7) which had imposed a tax
on the income of every individual (1) with respect to
wages received during the calendar years 1974 through
1977 at the rate of 4.95 percent; (2) with respect to wages
received during the calendar year 1978 at the rate of
5.056 percent; (3) with respect to wages received during
the calendar years 1979 and 1980 at the rate of 5.08 per-
cent; (4) with respect to wages received during the cal-
endar year 1981 at the rate of 5.35 percent; (56) with re-
spect to wages received during the calendar years 1982
through 1984 at the rate of 5.40 percent; (6) with respect
to wages received during the calendar years 1985
through 1989 at the rate of 5.70 percent; and (7) with re-
spect to wages received after Dec. 31, 1989, at the rate
of 6.20 percent.

1977—Subsec. (a). Pub. L. 95-216, §101(a)(1), sub-
stituted ‘1974 through 1977 for ‘1974 through 2010 in
par. (1), substituted ‘‘wages received during the cal-
endar year 1978, the rate shall be 5.06 percent’ for
‘“‘wages received after December 31, 2010, the rate shall
be 5.95 percent’’ in par. (2), and added pars. (3) to (7).

Subsec. (b). Pub. L. 95-216, §101(b)(1), substituted
‘“‘wages received during the calendar year 1978, the rate
shall be 1.00 percent’ for ‘‘wages received during the
calendar years 1978 through 1980, the rate shall be 1.10
percent’ in par. (2), substituted ‘‘wages received during
the calendar years 1979 and 1980, the rate shall be 1.05
percent” for ‘‘wages received during the calendar years
1981 through 1985, the rate shall be 1.35 percent’’, in par.
(3), substituted ‘‘wages received during the calendar
years 1981 through 1984, the rate shall be 1.30 percent”
for ‘‘wages received after December 31, 1985, the rate
shall be 1.50 percent’’ in par. (4), and added pars. (5) and
(6).

Subsec. (c). Pub. L. 95-216, §317(b)(2), added subsec.
(c).

1976—Subsec. (a). Pub. L. 94-455, §1903(a)(1)(A), redes-
ignated pars. (6) and (6) as (1) and (2), respectively.
Former pars. (1) to (4), which related to a tax rate of 3.8
percent with respect to wages received during the cal-
endar year 1968, a tax rate of 4.2 percent with respect
to wages received during the calendar years 1969 and
1970, a tax rate of 4.6 percent with respect to wages re-
ceived during the calendar years 1971 and 1972, and a
tax rate of 4.85 percent with respect to wages received
during the calendar year 1973, respectively, were struck
out.

Subsec. (b). Pub. L. 94-455, §1903(a)(1)(B), redesignated
pars. (3) to (6) as (1) to (4), respectively. Former pars.
(1) and (2), which related to a tax rate of .60 percent
with respect to wages received during the calendar
years 1968, 1969, 1970, 1971, and 1972 and a tax rate of 1.0
percent with respect to wages received during the cal-
endar year 1973, respectively, were struck out.

1973—Subsec. (a)(4). Pub. L. 93-233, §6(a)(1), struck out
provision for application of 4.85 percent rate of tax dur-
ing calendar years 1974, 1975, 1976, and 1977.

Subsec. (a)(5). Pub. L. 93-233, §6(a)(1), increased rate
of tax from 4.80 percent to 4.95 percent and substituted
calendar year ‘1974 for ‘‘1978 as the initial year for
application of such rate.

Subsec. (a)(6). Pub. L. 93-233, §6(a)(1), increased rate
of tax from 5.85 percent to 5.95 percent.

Subsec. (b)(2). Pub. L. 93-233, §6(b)(2), struck out pro-
vision for application of 1.0 percent rate of tax during
calendar years 1974, 1975, 1976, and 1977.

Subsec. (b)(3). Pub. L. 93-233, §6(b)(2), incorporated
former provision of par. (2) for taxation of wages re-
ceived during calendar years 1974, 1975, 1976, and 1977,
decreased the applicable rate of tax from 1.0 percent to
0.90 percent, and struck out provision for 1.25 percent
rate of tax for calendar years 1978, 1979, 1980.

Subsec. (b)(4). Pub. L. 93-233, §6(b)(2), incorporated
former provision of par. (3) for taxation of wages re-
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ceived during calendar years 1978, 1979, and 1980, de-
creased the applicable rate of tax from 1.25 percent to
1.10 percent, and struck out provision for 1.35 percent
rate of tax for calendar years 1981, 1982, 1983, 1984, and
1985.

Subsec. (b)(5). Pub. L. 93-233, §6(b)(2), incorporated
former provision of par. (4) for taxation of wages re-
ceived during calendar years 1981 through 1985 at appli-
cable 1.35 percent rate of tax and struck out provision
for 1.45 percent rate of tax for wages received after Dec.
31, 1985.

Subsec. (b)(6). Pub. L. 93-233, §6(b)(2), incorporated
former provision of par. (6) for taxation of wages re-
ceived after Dec. 31, 1985 and increased the applicable
rate of tax from 1.45 to 1.50 percent.

1972—Subsec. (a)(3). Pub. L. 92-603, §135(a)(2)(A), sub-
stituted ‘‘the calendar years 1971 and 1972” for ‘‘any of
the calendar years 1971 through 1977,

Subsec. (a)(3) to (5). Pub. L. 92-336, §204(a)(2), sub-
stituted ‘‘any of the calendar years 1971 through 1977’
for ‘‘the calendar years 1971 and 1972 in par. (3), ‘‘any
of the calendar years 1978 through 2010’ for ‘‘the cal-
endar years 1973, 1974, and 1975 and ‘4.5 for ‘5.0 in
par. (4), and ‘‘December 31, 2010 for ‘‘December 31,
1975 and ‘*5.35” for ‘‘5.15” in par. (5).

Subsec. (a)(4). Pub. L. 92-603, §135(a)(2)(B), substituted
“wages received during the calendar years 1973, 1974,
1975, 1976, and 1977, the rate shall be 4.85 percent;” for
“wages paid during any of the calendar years 1978
through 2010, the rate shall be 4.5 per cent; and”.

Subsec. (a)(5). Pub. L. 92-603, §135(a)(2)(B), substituted
“wages received during the calendar years 1978 through
2010, the rate shall be 4.80 percent; and’ for ‘‘wages paid
after December 31, 2010, the rate shall be 5.35 percent’’.

Subsec. (a)(6). Pub. L. 92-603, §135(a)(2)(B), added par.
(6).
Subsec. (b)(2). Pub. L. 92-603, §135(b)(2), increased rate
of tax from 0.9 percent to 1.0 percent.

Subsec. (b)(2) to (5). Pub. L. 92-336, §204(b)(2), inserted
references to 1976 and 1977 and substituted ‘0.9” for
“0.65” in par. (2), substituted references for the cal-
endar years 1978 through 1985 for references to the cal-
endar years 1976 through 1979 and substituted ¢1.0” for
“0.70” in par. (3), substituted references for the cal-
endar years 1986 through 1992 for references to the cal-
endar years 1980 through 1986 and substituted ‘‘1.1” for
¢0.80”” in par. (4), and substituted 1992 for ‘1986 and
¢1.2” for ¢°0.90”" in par. (5).

Subsec. (b)(3). Pub. L. 92-603, §135(b)(2), substituted
““and 1980, the rate shall be 1.25 percent’ for ‘1980, 1981,
1982, 1983, 1984, and 1985, the rate shall be 1.0 percent’’.

Subsec. (b)(4). Pub. L. 92-603, §135(b)(2), substituted
€41981, 1982, 1983, 1984, and 1985, the rate shall be 1.35 per-
cent; and” for ‘1986, 1987, 1988, 1990, 1991, and 1992, the
rate shall be 1.1 percent; and”.

Subsec. (b)(5). Pub. L. 92-603, §135(b)(2), substituted
“December 31, 1985, the rate shall be 1.45 percent’ for
“December 31, 1992, the rate shall be 1.2 percent’’.

1971—Subsec. (a)(4). Pub. L. 92-5 substituted ‘‘with re-
spect to wages received during the calendar years 1973,
1974, and 1975, the rate shall be 5.0 percent; and” for
“with respect to wages received after December 31, 1972,
the rate shall be 5.0 percent’’.

Subsec. (a)(5). Pub. L. 92-5 added par. (5).

1968—Subsec. (a)(1) to (4). Pub. L. 90-248, §109(a)(2),
substituted 1968 and ‘3.8 for 1966’ and ‘‘3.85” in
par. (1) and ‘1969 and 1970’ and ‘‘4.2” for ‘1967 and 1968’
and ““3.9” in par. (2), struck out reference to calendar
years 1969 and 1970 from par. (3) and substituted ‘‘4.6
and ‘4.4, and substituted ‘*5.0”’ for “4.85’ in par. (4).

Subsec. (b)(1) to (5). Pub. L. 90-248, §109(b)(2), struck
out par. (1) provision for employee rate of 0.35 percent
of wages received with respect to employment during
calendar year 1966, redesignated pars. (2) to (6) as (1) to
(), struck out reference to ‘1967’ in such par. (1) and
increased the rate by 0.10 percent to 0.60, 0.65, 0.70, 0.80,
and 0.90 in pars. (1) to (5), respectively.

1965—Pub. L. 89-97, §321(b), divided the total tax im-
posed under the entire section upon income through a
tax equal to percentages of wages into two separate
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taxes by dividing the section into subsecs. (a) and (b),
with subsec. (a) reflecting the tax for old-age, sur-
vivors, and disability insurance and subsec. (b) reflect-
ing the tax for hospital insurance, but, in the case of
subsec. (b), without regard to the provisions of section
3121(b)(9) insofar as it relates to employees; increased
from 4Vs percent to 4.20 percent the rate of total tax im-
posed by the entire section upon wages received during
calendar year 1966 (resulting from a tax of 3.85 percent
under subsec. (a) and 0.35 percent under subsec. (b)), in-
creased from 4% percent to 4.40 percent the rate of
total tax imposed by the entire section upon wages re-
ceived during calendar year 1967 (resulting from a tax
of 3.9 percent under subsec. (a) and 0.50 percent under
subsec. (b)), reduced from 4% percent to 4.40 percent the
rate of total tax imposed by the entire section upon
wages received during calendar year 1968, (resulting
from a tax of 3.9 percent under subsec. (a) and 0.50 per-
cent under subsec. (b)), increased from 4% percent to
4.90 percent the rate for calendar years 1969, 1970, 1971,
and 1972 (resulting from a tax of 4.4 percent under sub-
sec. (a) and 0.50 percent under subsec. (b)), increased
from 45 percent to 5.40 percent the rate for calendar
years 1973, 1974, and 1975, (resulting from a tax of 4.85
percent under subsec. (a) and 0.55 percent under subsec.
(b)), increased from 4% percent to 5.45 percent the rate
for calendar years 1976, 1977, 1978, and 1979 (resulting
from a tax of 4.85 percent under subsec. (a) and 0.60 per-
cent under subsec. (b)), increased from 4% percent to
5.65 percent the rate for calendar years 1980 through
1986 (resulting from a tax of 4.85 percent under subsec.
(a) and 0.70 percent under subsec. (b)), and increased the
rate for calendar years after Dec. 31, 1986, to 5.65 per-
cent (resulting from a tax of 4.85 percent under subsec.
(a) and 0.80 percent under subsec. (b)).

Subsec. (b). Pub. L. 89-97, §111(c)(5), struck out ‘‘, but
without regard to the provisions of paragraph (9) there-
of insofar as it relates to employees’ after ‘‘as defined
in section 3121(b)”’.

1961—Pub. L. 87-64 increased rate of tax for calendar
year 1962 from 3 to 3%s percent, calendar years 1963 to
1965, inclusive, from 3% to 3% percent, calendar years
1966 and 1967 from 4 to 4% percent, calendar year 1968
from 4 to 4% percent, and for calendar years after De-
cember 31, 1968, from 4% to 4% percent.

1958—Pub. L. 85-840 increased rate of tax by substitut-
ing provisions imposing a tax of 2v2% for calendar year
1959, 3% for calendar years 1960 to 1962, 3%2% for cal-
endar years 1963 to 1965, 4% for calendar years 1966 to
1968, and 4%2% for calendar years beginning after Dec.
31, 1968, for provisions which imposed a tax of 2%4% for
calendar years 1957 to 1959, 234% for calendar years 1960
to 1964, 3v4% for calendar years 1965 to 1969, 3%% for
calendar years 1970 to 1974, and 4¥4% for calendar years
beginning after Dec. 31, 1974.

1956—Act Aug. 1, 1956, increased rate of tax with re-
spect to wages received during calendar years 1957 to
1959, and for all calendar years thereafter, by one-quar-
ter percent.

1954—Act Sept. 1, 1954, increased the 3% percent rate
of tax for the calendar year 1970 and subsequent years
to 3% percent for calendar years 1970 to 1974 and 4 per-
cent for 1975 and subsequent years.

EFFECTIVE DATE OF 1983 AMENDMENT

Section 123(a)(3) of Pub. L. 98-21 provided that: ‘“The
amendments made by this subsection [amending this
section and section 3111 of this title] shall apply to re-
muneration paid after December 31, 1983.”

EFFECTIVE DATE OF 1977 AMENDMENT

Amendment by Pub. L. 95-216 applicable with respect
to remuneration paid or received, and taxable years be-
ginning, after 1977, see section 104 of Pub. L. 95-216, set
out as a note under section 1401 of this title.

EFFECTIVE DATE OF 1976 AMENDMENT

Section 1903(d) of Pub. L. 94-455, as amended by Pub.
L. 99-514, §2, Oct. 22, 1986, 100 Stat. 2095, provided that:
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“The amendments made by this section [see Tables for
classification of section 1903 of Pub. L. 94-455] shall
apply with respect to wages paid after December 31,
1976, except that the amendments made to chapter 22 of
the Internal Revenue Code of 1986 [formerly I.R.C. 1954]
[section 3201 et seq. of this title] shall apply with re-
spect to compensation paid for services rendered after
December 31, 1976.”’

EFFECTIVE DATE OF 1973 AMENDMENT

Amendment by Pub. L. 93-233 applicable only with re-
spect to remuneration paid after December 31, 1973, see
section 6(c) of Pub. L. 93-233, set out as a note under
section 1401 of this title.

EFFECTIVE DATE OF 1972 AMENDMENTS

Amendment by Pub. L. 92-603 applicable only with re-
spect to remuneration paid after Dec. 31, 1972, see sec-
tion 135(c) of Pub. L. 92-603, set out as a note under sec-
tion 1401 of this title.

Amendment by Pub. L. 92-336 applicable only with re-
spect to remuneration paid after December 31, 1972, see
section 204(c) of Pub. L. 92-336, set out as a note under
section 1401 of this title.

EFFECTIVE DATE OF 1971 AMENDMENT

Section 204(b) of Pub. L. 92-5 provided that: ‘‘The
amendments made by subsection (a)(1) [amending this
section] shall apply only with respect to taxable years
beginning after December 31, 1971. The remaining
amendments made by this section [amending section
3111 of this title] shall apply only with respect to remu-
neration paid after December 31, 1971.”

EFFECTIVE DATE OF 1968 AMENDMENT

Amendment by Pub. L. 90-248 applicable only with re-
spect to remuneration paid after Dec. 31, 1967, see sec-
tion 109(c) of Pub. L. 90-248, set out as a note under sec-
tion 1401 of this title.

EFFECTIVE DATE OF 1965 AMENDMENT

Amendment by section 111(c)(5) of Pub. L. 89-97 appli-
cable to calendar year 1966 or to any subsequent cal-
endar year but only if by October 1 immediately pre-
ceding such calendar year the Railroad Retirement Tax
Act (section 3201 et seq. of this title) provides for a
maximum amount of monthly compensation taxable
under such Act during all months of such calendar year
equal to one-twelfth of maximum wages which Federal
Insurance Contributions Act (section 3101 et seq. of this
title) provides may be counted for such calendar year,
see section 111(e) of Pub. L. 89-97, set out as an Effec-
tive Date note under section 1395i-1 of Title 42, The
Public Health and Welfare.

Amendment by section 321(b) of Pub. L. 89-97 applica-
ble with respect to remuneration paid after December
31, 1965, see section 321(d) of Pub. L. 89-97, set out as a
note under section 1401 of this title.

EFFECTIVE DATE OF 1961 AMENDMENT

Amendment by Pub. L. 87-64 applicable with respect
to remuneration paid after Dec. 31, 1961, see section
201(d) of Pub. L. 87-64, set out as a note under section
1401 of this title.

EFFECTIVE DATE OF 1958 AMENDMENT

Amendment by Pub. L. 85-840 applicable with respect
to remuneration paid after Dec. 31, 1958, see section
401(d) of Pub. L. 85-840, set out as a note under section
1401 of this title.

EFFECTIVE DATE OF 1956 AMENDMENT

Amendment by act Aug. 1, 1956, applicable with re-
spect to remuneration paid after Dec. 31, 1956, see sec-
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tion 202(d) of such act Aug. 1, 1956, set out as a note
under section 1401 of this title.

PENALTIES AND INTEREST NOT ASSESSED FOR FAILURE
To MAKE TIMELY PAYMENT DURING PERIOD JANUARY
1, 1982, To JUNE 30, 1982, OF TAXES ATTRIBUTABLE TO
AMENDMENTS BY PUB. L. 97-123

Pub. L. 97-123, §3(f), Dec. 29, 1981, 95 Stat. 1663; Pub.
L. 99-514, §2, Oct. 22, 1986, 100 Stat. 2095, provided that:
‘““Notwithstanding any other provision of law, no pen-
alties or interest shall be assessed on account of any
failure to make timely payment of taxes, imposed by
sections 3101, 3111, 3201(b), 3211, or 3221(b) of the Inter-
nal Revenue Code of 1986 [formerly I.R.C. 1954] with re-
spect to payments made for the period beginning Janu-
ary 1, 1982, and ending June 30, 1982, to the extent that
such taxes are attributable to this section (or the
amendments made by this section) [amending sections
3121 and 3231 of this title and section 409 of Title 42, The
Public Health and Welfare, and enacting provisions set
out as notes under section 3121 of this title] and that
such failure is due to reasonable cause and not to will-
ful neglect.”

REFERENCES TO SOCIAL SECURITY ACT

Section 402 of act Sept. 1, 1954, as amended by act
Oct. 22, 1986, Pub. L. 99-514, §2, 100 Stat. 2095, provided
that: ‘‘References in the Internal Revenue Code of 1939
[former Title 26, Internal Revenue Code], the Internal
Revenue Code of 1986 [formerly I.R.C. 1954], the Rail-
road Retirement Act of 1937, as amended [section 231 et
seq. of Title 45, Railroads], or any other law of the
United States to any section or subdivision of a section
of the Social Security Act [section 301 et seq. of Title
42, The Public Health and Welfare] redesignated by this
Act shall be deemed to refer to such section or subdivi-
sion of a section as so redesignated.”’

§ 3102. Deduction of tax from wages
(a) Requirement

The tax imposed by section 3101 shall be col-
lected by the employer of the taxpayer, by de-
ducting the amount of the tax from the wages as
and when paid. An employer who in any cal-
endar year pays to an employee cash remunera-
tion to which paragraph (7)(B) of section 3121(a)
is applicable may deduct an amount equivalent
to such tax from any such payment of remunera-
tion, even though at the time of payment the
total amount of such remuneration paid to the
employee by the employer in the calendar year
is less than the applicable dollar threshold (as
defined in section 3121(x)) for such year; and an
employer who in any calendar year pays to an
employee cash remuneration to which paragraph
(7)(C) or (10) of section 3121(a) is applicable may
deduct an amount equivalent to such tax from
any such payment of remuneration, even though
at the time of payment the total amount of such
remuneration paid to the employee by the em-
ployer in the calendar year is less than $100; and
an employer who in any calendar year pays to
an employee cash remuneration to which para-
graph (8)(B) of section 3121(a) is applicable may
deduct an amount equivalent to such tax from
any such payment of remuneration, even though
at the time of payment the total amount of such
remuneration paid to the employee by the em-
ployer in the calendar year is less than $150; and
an employer who is furnished by an employee a
written statement of tips (received in a calendar
month) pursuant to section 6053(a) to which
paragraph (12)(B) of section 3121(a) is applicable
may deduct an amount equivalent to such tax
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with respect to such tips from any wages of the
employee (exclusive of tips) under his control,
even though at the time such statement is fur-
nished the total amount of the tips included in
statements furnished to the employer as having
been received by the employee in such calendar
month in the course of his employment by such
employer is less than $20.

(b) Indemnification of employer

Every employer required so to deduct the tax
shall be liable for the payment of such tax, and
shall be indemnified against the claims and de-
mands of any person for the amount of any such
payment made by such employer.

(c) Special rule for tips

(1) In the case of tips which constitute wages,
subsection (a) shall be applicable only to such
tips as are included in a written statement fur-
nished to the employer pursuant to section
6053(a), and only to the extent that collection
can be made by the employer, at or after the
time such statement is so furnished and before
the close of the 10th day following the calendar
month (or, if paragraph (3) applies, the 30th day
following the year) in which the tips were
deemed paid, by deducting the amount of the
tax from such wages of the employee (excluding
tips, but including funds turned over by the em-
ployee to the employer pursuant to paragraph
(2)) as are under control of the employer.

(2) If the tax imposed by section 3101, with re-
spect to tips which are included in written
statements furnished in any month to the em-
ployer pursuant to section 6053(a), exceeds the
wages of the employee (excluding tips) from
which the employer is required to collect the
tax under paragraph (1), the employee may fur-
nish to the employer on or before the 10th day
of the following month (or, if paragraph (3) ap-
plies, on or before the 30th day of the following
year) an amount of money equal to the amount
of the excess.

(3) The Secretary may, under regulations pre-
scribed by him, authorize employers—

(A) to estimate the amount of tips that will
be reported by the employee pursuant to sec-
tion 6053(a) in any calendar year,

(B) to determine the amount to be deducted
upon each payment of wages (exclusive of tips)
during such year as if the tips so estimated
constituted the actual tips so reported, and

(C) to deduct upon any payment of wages
(other than tips, but including funds turned
over by the employee to the employer pursu-
ant to paragraph (2)) to such employee during
such year (and within 30 days thereafter) such
amount as may be necessary to adjust the
amount actually deducted upon such wages of
the employee during the year to the amount
required to be deducted in respect of tips in-
cluded in written statements furnished to the
employer during the year.

(4) If the tax imposed by section 3101 with re-
spect to tips which constitute wages exceeds the
portion of such tax which can be collected by
the employer from the wages of the employee
pursuant to paragraph (1) or paragraph (3), such
excess shall be paid by the employee.

TITLE 26—INTERNAL REVENUE CODE

§3102

(d) Special rule for certain taxable group-term
life insurance benefits

(1) In general

In the case of any payment for group-term
life insurance to which this subsection ap-
plies—

(A) subsection (a) shall not apply,

(B) the employer shall separately include
on the statement required under section
6051—

(i) the portion of the wages which con-
sists of payments for group-term life in-
surance to which this subsection applies,
and

(ii) the amount of the tax imposed by
section 3101 on such payments, and

(C) the tax imposed by section 3101 on such
payments shall be paid by the employee.

(2) Benefits to which subsection applies

This subsection shall apply to any payment
for group-term life insurance to the extent—
(A) such payment constitutes wages, and
(B) such payment is for coverage for peri-
ods during which an employment relation-
ship no longer exists between the employee
and the employer.

(e) Special rule for certain transferred Federal
employees

In the case of any payments of wages for serv-
ice performed in the employ of an international
organization pursuant to a transfer to which the
provisions of section 3121(y) are applicable—

(1) subsection (a) shall not apply,

(2) the head of the Federal agency from
which the transfer was made shall separately
include on the statement required under sec-
tion 6051—

(A) the amount determined to be the
amount of the wages for such service, and

(B) the amount of the tax imposed by sec-
tion 3101 on such payments, and

(3) the tax imposed by section 3101 on such
payments shall be paid by the employee.

(Aug. 16, 1954, ch. 736, 68A Stat. 415; Sept. 1, 1954,
ch. 1206, title II, §205A, 68 Stat. 1093; Aug. 1, 1956,
ch. 836, title II, §201(h)(3), 70 Stat. 841; Pub. L.
89-97, title III, §313(c)(1), (2), July 30, 1965, 79
Stat. 382, 383; Pub. L. 94-455, title XIX,
§1906(b)(13)(A), Oct. 4, 1976, 90 Stat. 1834; Pub. L.
95-216, title III, §355(a), (b), Dec. 20, 1977, 91 Stat.
1555; Pub. L. 101-508, title V, §5124(a), Nov. 5,
1990, 104 Stat. 1388-284; Pub. L. 103-296, title III,
§319(a)(3), Aug. 15, 1994, 108 Stat. 1534; Pub. L.
103-387, §2(a)(1)(D), Oct. 22, 1994, 108 Stat. 4072;
Pub. L. 108-203, title IV, §424(b), Mar. 2, 2004, 118
Stat. 536.)

AMENDMENTS

2004—Subsec. (a). Pub. L. 108-203 struck out ‘‘and the
employee has not performed agricultural labor for the
employer on 20 days or more in the calendar year for
cash remuneration computed on a time basis’ after
“less than $150”.

1994—Subsec. (a). Pub. L. 103-387 in second sentence
substituted ‘“An employer who in any calendar year’”
for ‘“An employer who in any calendar quarter’” and
‘“‘remuneration paid to the employee by the employer
in the calendar year is less than the applicable dollar
threshold (as defined in section 3121(x)) for such year”
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for ‘‘remuneration paid to the employee by the em-
ployer in the calendar quarter is less than $50°°.

Subsec. (e). Pub. L. 103-296 added subsec. (e).

1990—Subsec. (d). Pub. L. 101-508 added subsec. (d).

1977—Subsec. (a). Pub. L. 95-216, §3b5(a), substituted
‘“‘cash remuneration to which paragraph (7)(B) of sec-
tion 3121(a) is applicable” for ‘‘cash remuneration to
which paragraph (7)(B) or (C) or (10) of section 3121(a) is
applicable” and inserted ‘‘and an employer who in any
calendar year pays to an employee cash remuneration
to which paragraph (7)(C) or (10) of section 3121(a) is ap-
plicable may deduct an amount equivalent to such tax
from any such payment of remuneration, even though
at the time of payment the total amount of such remu-
neration paid to the employee by the employer in the
calendar year is less than $100;”.

Subsec. (c)(1), (2). Pub. L. 95-216, §355(b)(1),
stituted ‘‘year” for ‘‘quarter’ wherever appearing.

Subsec. (¢)(3)(A). Pub. L. 95-216, §355(b)(2)(A), sub-
stituted ‘‘in any calendar year’ for ‘‘in any quarter of
the calendar year’.

Subsec. (c)(3)(B), (C). Pub. L. 95-216, §355(b)(2)(B), sub-
stituted ‘‘year” for ‘‘quarter’ wherever appearing.

1976—Subsec. (¢)(3). Pub. L. 94-455 struck out ‘‘or his
delegate’ after ‘‘Secretary’.

1965—Subsec. (a). Pub. L. 89-97, §313(c)(2), inserted
provisions at end of second sentence allowing a deduc-
tion from any wages of an employee of an amount
equivalent to the tax on tips when an employer is fur-
nished with a written statement of tips received by an
employee.

Subsec. (¢). Pub. L. 89-97, §313(c)(1), added subsec. (c).

1956—Subsec. (a). Act Aug. 1, 1956, substituted ‘‘$150
and the employee has not performed agricultural labor
for the employer on 20 days or more in the calendar
year for cash remuneration computed on a time basis”
for “‘$100"".

1954—Subsec. (a). Act Sept. 1, 1954, inserted last sen-
tence permitting in certain instances an employer to
deduct employee tax even though payment to employee
is less than $50 for calendar quarter or $100 for calendar
year.

sub-

EFFECTIVE DATE OF 1994 AMENDMENTS

Section 2(a)(3) of Pub. L. 103-387 provided that:

‘“(A) IN GENERAL.—Except as provided in subpara-
graph (B), the amendments made by this subsection
[amending this section, section 3121 of this title, and
sections 409 and 410 of Title 42, The Public Health and
Welfare] shall apply to remuneration paid after Decem-
ber 31, 1993.

‘(B) EXCLUDED EMPLOYMENT.—The amendments made
by paragraphs (1)(C) and (2)(B) [amending section 3121
of this title and section 410 of Title 42] shall apply to
services performed after December 31, 1994.”

Amendment by Pub. L. 103-296 applicable with re-
spect to service performed after calendar quarter fol-
lowing calendar quarter in which Aug. 15, 1994, occurs,
see section 319(c) of Pub. L. 103-296, set out as a note
under section 1402 of this title.

EFFECTIVE DATE OF 1990 AMENDMENT

Section 5124(c) of Pub. L. 101-508 provided that: ‘“The
amendments made by this section [amending this sec-
tion and section 3202 of this title] shall apply to cov-
erage provided after December 31, 1990.”

EFFECTIVE DATE OF 1977 AMENDMENT

Section 355(c) of Pub. L. 95-216 provided that: ‘“The
amendments made by this section [amending this sec-
tion] shall apply with respect to remuneration paid and
to tips received after December 31, 1977.”’

EFFECTIVE DATE OF 1965 AMENDMENT

Amendment by Pub. L. 89-97 applicable only with re-
spect to tips received by employees after 1965, see sec-
tion 313(f) of Pub. L. 89-97, set out as an Effective Date
note under section 6053 of this title.
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NoO LOSS OF SOCIAL SECURITY COVERAGE FOR 1994;
CONTINUATION OF W—-2 FILING REQUIREMENT

Section 2(a)(4) of Pub. L. 103-387 provided that: ‘‘Not-
withstanding the amendments made by this subsection
[amending this section, section 3121 of this title, and
sections 409 and 410 of Title 42, The Public Health and
Welfare], if the wages (as defined in section 3121(a) of
the Internal Revenue Code of 1986) paid during 1994 to
an employee for domestic service in a private home of
the employer are less than $1,000—

““(A) the employer shall file any return or state-
ment required under section 6051 of such Code with
respect to such wages (determined without regard to
such amendments), and

‘“(B) the employee shall be entitled to credit under
section 209 of the Social Security Act [42 U.S.C. 409]
with respect to any such wages required to be in-
cluded on any such return or statement.”’

Subchapter B—Tax on Employers

Sec.
3111. Rate of tax.
3112. Instrumentalities of the United States.
[3113. Repealed.]
AMENDMENTS

1976—Pub. L. 94-455, title XIX, §1903(b), Oct. 4, 1976, 90
Stat. 1810, struck out item 3113 ““District of Columbia
credit unions’.

1956—Act Aug. 1, 1956, ch. 836, title II, §201(a)(2), 70
Stat. 839, added item 3113.

§3111. Rate of tax
(a) Old-age, survivors, and disability insurance

In addition to other taxes, there is hereby im-
posed on every employer an excise tax, with re-
spect to having individuals in his employ, equal
to the following percentages of the wages (as de-
fined in section 3121(a)) paid by him with respect
to employment (as defined in section 3121(b))—

In cases of wages paid during: The rate shall be:

1984, 1985, 1986, or 1987 ............. 5.7 percent
1988 or 1989 ............... . 6.06 percent
1990 or thereafter 6.2 percent.

(b) Hospital insurance

In addition to the tax imposed by the preced-
ing subsection, there is hereby imposed on every
employer an excise tax, with respect to having
individuals in his employ, equal to the following
percentages of the wages (as defined in section
3121(a)) paid by him with respect to employment
(as defined in section 3121(b))—

(1) with respect to wages paid during the cal-
endar years 1974 through 1977, the rate shall be
0.90 percent;

(2) with respect to wages paid during the cal-
endar year 1978, the rate shall be 1.00 percent;

(3) with respect to wages paid during the cal-
endar years 1979 and 1980, the rate shall be 1.05
percent;

(4) with respect to wages paid during the cal-
endar years 1981 through 1984, the rate shall be
1.30 percent;

(5) with respect to wages paid during the cal-
endar year 1985, the rate shall be 1.35 percent;
and

(6) with respect to wages paid after Decem-
ber 31, 1985, the rate shall be 1.45 percent.

(c) Relief from taxes in cases covered by certain
international agreements

During any period in which there is in effect
an agreement entered into pursuant to section
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233 of the Social Security Act with any foreign
country, wages received by or paid to an individ-
ual shall be exempt from the taxes imposed by
this section to the extent that such wages are
subject under such agreement exclusively to the
laws applicable to the social security system of
such foreign country.

(Aug. 16, 1954, ch. 736, 68A Stat. 416; Sept. 1, 1954,
ch. 1206, title II, §208(c), 68 Stat. 1094; Aug. 1,
1956. ch. 836, title II, §202(c), 70 Stat. 845; Pub. L.
85-840, title IV, §401(c), Aug. 28, 1958, 72 Stat.
1042; Pub. L. 87-64, title II, §201(c), June 30, 1961,
75 Stat. 141; Pub. L. 89-97, title I, §111(c)(6), title
II1, §321(c), July 30, 1965, 79 Stat. 343, 396; Pub. L.
90-248, title I, §109(a)(3), (b)(3), Jan. 2, 1968, 81
Stat. 836, 837; Pub. L. 92-5, title II, §204(a)(2),
Mar. 17, 1971, 85 Stat. 11; Pub. L. 92-336, title II,
§204(a)(3), (b)(3), July 1, 1972, 86 Stat. 421, 422;
Pub. L. 92-603, title I, §135(a)(3), (b)(3), Oct. 30,
1972, 86 Stat. 1363, 1364; Pub. L. 93-233, §6(a)(2),
(b)(3), Dec. 31, 1973, 87 Stat. 954, 955; Pub. L.
94-455, title XIX, §1903(a)(1), Oct. 4, 1976, 90 Stat.
1806; Pub. L. 95-216, title I, §101(a)(2), (b)(2), title
II1, §§315(Db), 317(b)(2), Dec. 20, 1977, 91 Stat. 1511,
1512, 1537, 1540; Pub. L. 98-21, title I, §123(a)(2),
Apr. 20, 1983, 97 Stat. 88; Pub. L. 100-203, title IX,
§9006(b)(1), Dec. 22, 1987, 101 Stat. 1330-289; Pub.
L. 100-647, title VIII, §8016(a)(5), Nov. 10, 1988, 102
Stat. 3793; Pub. L. 108-203, title IV, §415, Mar. 2,
2004, 118 Stat. 530.)

REFERENCES IN TEXT

Section 233 of the Social Security Act, referred to in
subsec. (c), is classified to section 433 of Title 42, The
Public Health and Welfare.

AMENDMENTS

2004—Subsec. (¢). Pub. L. 108-203 substituted ‘‘exclu-
sively to the laws applicable to” for ‘‘to taxes or con-
tributions for similar purposes under’’.

1988—Subsecs. (a), (b). Pub. L. 100-647 made technical
correction to directory language of Pub. L. 100-203,
§9006(b)(1), see 1987 Amendment note below.

1987—Subsecs. (a), (b). Pub. L. 100-203, as amended by
Pub. L. 100-647, struck out ‘“‘and (t)” after ‘‘3121(a)”’ in
introductory provisions.

1983—Subsec. (a). Pub. L. 98-21 substituted table of
rates for pars. (1) to (7) which had imposed a tax on
every employer (1) with respect to wages paid during
the calendar years 1974 through 1977 at the rate of 4.95
percent, (2) with respect to wages paid during the cal-
endar year 1978 at the rate of 5.056 percent, (3) with re-
spect to wages paid during the calendar years 1979 and
1980 at the rate of 5.08 percent, (4) with respect to wages
paid during the calendar year 1981 at the rate of 5.35
percent, (5) with respect to wages paid during the cal-
endar years 1982 through 1984 at the rate of 5.40 percent,
(6) with respect to wages paid during the calendar years
1985 through 1989 at the rate of 5.70 percent, and (7)
with respect to wages paid after Dec. 31, 1989, at the
rate of 6.20 percent.

1977—Subsec. (a). Pub. L. 95-216, §§101(a)(2), 315(b),
substituted ‘‘(as defined in section 3121(a) and (t))”’ for
“‘(as defined in section 3121(a))”’ in provisions preceding
par. (1), substituted ‘1974 through 1977 for ‘1974
through 2010’ in par. (1), substituted ‘‘wages paid dur-
ing the calendar year 1978, the rate shall be 5.05 per-
cent” for ‘‘wages paid after December 31, 2010, the rate
shall be 5.95 percent’ in par. (2), and added pars. (3) to
(.

Subsec. (b). Pub. L. 95216, §§101(b)(2), 315(b), sub-
stituted ‘‘(as defined in section 3121(a) and (t))”’ for ‘“‘(as
defined in section 3121(a))” in provisions preceding par.
(1), substituted ‘‘wages paid during the calendar year
1978, the rate shall be 1.00 percent’ for ‘‘wages paid dur-
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ing the calendar years 1978 through 1980, the rate shall
be 1.10 percent’’, in par. (2), substituted ‘‘wages paid
during the calendar years 1979 and 1980, the rate shall
be 1.05 percent’” for wages paid during the calendar
years 1981 through 1985, the rate shall be 1.35 percent’’
in par. (3), substituted ‘‘wages paid during the calendar
yvears 1981 through 1984, the rate shall be 1.30 percent”
for ‘‘wages paid after December 31, 1985, the rate shall
be 1.50 percent’ in par. (4), and added pars. (5) and (6).

Subsec. (c). Pub. L. 95-216, §317(b)(2), added subsec.

(©).

1976—Subsec. (a). Pub. L. 94-455, §1903(a)(1)(A), redes-
ignated pars. (5) and (6) as (1) and (2). Former pars. (1)
to (4), which related to a tax rate of 3.8 percent with re-
spect to wages received during the taxable year 1968, a
tax rate of 4.2 percent with respect to wages received
during the calendar year 1969 and 1970, a tax rate of 4.6
percent with respect to wages received during the cal-
endar years 1971 and 1972, and a tax rate of 4.85 percent
with respect to wages received during the calendar year
1973, respectively, were struck out.

Subsec. (b). Pub. L. 94-455, §1903(a)(1)(B), redesignated
pars. (3) to (6) as (1) to (4), respectively. Former pars.
(1) and (2), which related to a tax rate of .60 percent
with respect to wages received during the calendar
years 1968, 1969, 1970, 1971, and 1972 and a tax rate of 1.0
percent with respect to wages received during the cal-
endar year 1973, respectively, were struck out.

1973—Subsec. (a)(4). Pub. L. 93-233, §6(a)(2), struck out
provision for application of 4.85 percent rate of tax dur-
ing calendar years 1974, 1975, 1976, and 1977.

Subsec. (a)(5). Pub. L. 93-233, §6(a)(2), increased rate
of tax from 4.80 percent to 4.95 percent and substituted
calendar year ‘1974 to ‘1978 as initial year for appli-
cation of such rate.

Subsec. (a)(6). Pub. L. 93-233, §6(a)(2), increased rate
of tax from 5.85 percent to 5.95 percent.

Subsec. (b)(2). Pub. L. 93-233, §6(b)(3), struck out pro-
vision for application of 1.0 percent rate of tax during
calendar years 1974, 1975, 1976, and 1977.

Subsec. (b)(3). Pub. L. 93-233, §6(b)(3), incorporated
former provision of par. (2) for taxation of wages re-
ceived during calendar years 1974, 1975, 1976, and 1977,
decreased the applicable rate of tax from 1.0 percent to
0.90 percent, and struck out provision for 1.25 percent
rate of tax for calendar years 1978, 1979, and 1980.

Subsec. (b)(4). Pub. L. 93-233, §6(b)(3), incorporated
former provision of par. (3) for taxation of wages re-
ceived during calendar years 1978, 1979, and 1980, de-
creased the applicable rate of tax from 1.25 percent to
1.10 percent, and struck out provision for 1.35 percent
rate of tax for calendar years 1981, 1982, 1983, 1984, and
1985.

Subsec. (b)(56). Pub. L. 93-233, §6(b)(3), incorporated
former provision of par. (4) for taxation of wages re-
ceived during calendar years 1981 through 1985 at appli-
cable 1.35 percent rate of tax and struck out provision
for 1.45 percent rate of tax for wages received after Dec.
31, 1985.

Subsec. (b)(6). Pub. L. 93-233, §6(b)(3), incorporated
former provision of par. (5) for taxation of wages re-
ceived after Dec. 31, 1985 and increased the applicable
rate of tax from 1.45 percent to 1.50 percent.

1972—Subsec. (a)(3). Pub. L. 92-603, §135(a)(3)(A), sub-
stituted ‘‘the calendar years 1971 and 1972 for ‘‘any of
the calendar years 1971 through 1977"’.

Subsec. (a)(3) to (5). Pub. L. 92-336, §204(a)(3), sub-
stituted ‘‘any of the calendar years 1971 through 1977
for ‘‘the calendar years 1971 and 1972” in par. (3), ‘‘any
of the calendar years 1978 through 2010 for ‘‘the cal-
endar years 1973, 1974, and 1975 and ‘4.5 for ‘5.0’ in
par. (4), and ‘‘December 31, 2010 for ‘‘December 31,
1975 and ‘*5.35”" for ‘‘5.15”’ in par. (5).

Subsec. (a)(4). Pub. L. 92-603, §135(a)(3)(B), substituted
‘“‘received during the calendar years 1973, 1974, 1975, 1976,
and 1977, the rate shall be 4.85 percent;” for ‘‘received
during any of the calendar years 1978 through 2010, the
rate shall be 4.5 percent; and”’.

Subsec. (a)(5). Pub. L. 92-603, §135(a)(3)(B), substituted
“‘received during the calendar years 1978 through 2010,
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the rate shall be 4.80 percent; and’’ for ‘‘received after
December 31, 2010, the rate shall be 5.35 percent’’.
Subsec. (a)(6). Pub. L. 92-603, §135(a)(3)(B), added par.

6).

Subsec. (b)(2). Pub. L. 92-603, §135(b)(3), increased rate
to 1.0 percent from 0.9 percent.

Subsec. (b)(2) to (5). Pub. L. 92-336, §204(b)(3), inserted
references to 1976 and 1977 and substituted ‘0.9 for
¢0.65” in par. (2), substituted references for the cal-
endar years 1978 through 1985 for references to the cal-
endar years 1976 through 1979 and substituted ‘1.0’ for
“0.70” in par. (3), substituted references for the cal-
endar years 1986 through 1992 for references to the cal-
endars 1980 through 1986 and substituted ‘‘1.1”’ for ¢‘0.80"’
in par. (4), and substituted ‘1992’ and ‘1986’ and ‘‘1.2"’
for ‘0.9 in par. (5).

Subsec. (b)(3). Pub. L. 92-603, §135(b)(3), substituted
“and 1980, the rate shall be 1.25 percent’’ for ‘1980, 1981,
1982, 1983, 1984, and 1985, the rate shall be 1.0 percent’’.

Subsec. (b)(4). Pub. L. 92-603, §135(b)(3), substituted
€¢1981, 1982, 1983, 1984, and 1985, the rate shall be 1.35 per-
cent’” for ‘1986, 1987, 1988, 1989, 1990, 1991, and 1992, the
rate shall be 1.1 percent”.

Subsec. (b)(6). Pub. L. 92-603, §135(b)(3), substituted
¢“1985, the rate shall be 1.45 percent’’ for ‘1992, the rate
shall be 1.2 percent’’.

1971—Subsec. (a)(4). Pub. L. 92-5 substituted ‘‘with re-
spect to wages paid during the calendar years 1973, 1974,
and 1975, the rate shall be 5.0 percent; and” for ‘“with
respect to wages paid after December 31, 1972, the rate
shall be 5.0 percent’’.

Subsec. (a)(b). Pub. L. 92-5 added par. (5).

1968—Subsec. (a)(1) to (4). Pub. L. 90-248, §109(a)(3),
substituted ‘1968’ and ‘3.8 for ‘‘1966’’ and ‘‘3.85° in
par. (1) and ‘1969 and 1970’ and ‘4.2’ for ‘1967 and 1968’
and ‘‘3.9” in par. (2), struck out reference to calendar
years 1969 and 1970 from par. (3) and substituted therein
““4.6” for ““4.4”, and substituted ‘5.0 for ‘‘4.85’" in par.
4.
Subsecs. (b)(1) to (5). Pub. L. 90-248, §109(b)(3), struck
out par. (1) provision for employer rate of 0.35 percent
of wages paid with respect to employment during cal-
endar year 1966, redesignated pars. (2) to (6) as (1) to (5),
struck out reference to ‘1967’ in such par. (1) and in-
creased the rate by 0.10 percent to 0.60, 0.65, 0.70, 0.80,
and 0.90 in pars. (1) to (5), respectively.

1965—Pub. L. 89-97, §321(c), divided the total excise
tax imposed under the entire section upon employers
through a tax equal to percentages of wages paid by
him into two separate taxes by dividing the section
into subsecs. (a) and (b), with subsec. (a) reflecting the
tax for old-age, survivors, and disability insurance, and
subsec. (b) reflecting the tax for hospital insurance,
but, in the case of subsec. (b), without regard to the
provisions of section 3121(b)(9) insofar as it relates to
employees; increased from 4Ys percent to 4.20 percent
the rate of total tax imposed by the entire section upon
wages paid during calendar year 1966 (resulting from a
tax of 3.85 percent under subsec. (a) and 0.35 percent
under subsec. (b)), increased from 4% percent to 4.40
percent the rate of total tax imposed by the entire sec-
tion upon wages paid during calendar year 1967 (result-
ing from a tax of 3.9 percent under subsec. (a) and 0.50
percent under subsec. (b)), reduced from 4% percent to
4.40 percent the rate of total tax imposed by the entire
section upon wages paid during calendar year 1968 (re-
sulting from a tax of 3.9 percent under subsec. (a) and
0.50 percent under subsec. (b)), increased from 4% per-
cent to 4.90 percent the rate of total tax imposed by the
entire section upon wages paid during the calendar
years 1969, 1970, 1971, and 1972 (resulting from a tax of
4.4 percent under subsec. (a) and 0.50 percent under sub-
sec. (b)), increased from 4% percent to 5.40 percent the
rate for calendar years 1973, 1974, and 1975 (resulting
from a tax of 4.85 percent under subsec. (a) and 0.55 per-
cent under subsec. (b)), increased from 4%s percent to
5.45 percent the rate for calendar years 1976, 1977, 1978,
and 1979 (resulting from a tax of 4.85 percent under sub-
sec. (a) and 0.60 percent under subsec. (b)), increased
from 4% percent to 5.55 percent the rate for calendar
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yvears 1980 through 1986 (resulting from a tax of 4.85 per-
cent under subsec. (a) and 0.70 percent under subsec.
(b)), and increased the rate from 45 percent to 5.65 per-
cent for calendar years after December 31, 1986 (result-
ing from a tax of 4.85 percent under subsec. (a) and 0.80
percent under subsec. (b)).

Subsec. (b). Pub. 89-97, §111(c)(6), struck out ¢, but
without regard to the provisions of paragraph (9) there-
of insofar as it relates to employees’ after ‘“‘as defined
in section 3121(b)”’.

1961—Pub. L. 87-64 increased rate of tax for calendar
year 1962 from 3 to 3% percent, calendar years 1963 to
1965, inclusive, from 3% to 3% percent, calendar years
1966 and 1967 from 4 to 4% percent, calendar year 1968
from 4 to 4% percent, and for calendar years after De-
cember 31, 1968, from 4% to 4% percent.

1958—Pub. L. 85-840 increased rate of tax by substitut-
ing provisions imposing a tax of 2% percent for cal-
endar year 1959, 3 percent for calendar years 1960-62, 3%
percent for calendar years 1963-65, 4 percent for cal-
endar years 1966-68, and 4% percent for calendar years
beginning after Dec. 31, 1968, for provisions which im-
posed a tax of 2V4 percent for calendar years 1957-59, 2%
percent for calendar years 1960-64, 3v4 percent for cal-
endar years 1965-69, 3% percent for calendar years
1970-74, and 4% percent for calendar years beginning
after Dec. 31, 1974.

1956—Act Aug. 1, 1956, increased rate of tax with re-
spect to wages paid during calendar years 1957 to 1959,
and for all calendar years thereafter, by one-quarter
percent.

1954—Act Sept. 1, 1954, increased 3% percent rate of
tax for calendar year 1970 and subsequent years to 3%
percent for calendar years 1970 to 1974 and 4 percent for
1975 and subsequent years.

EFFECTIVE DATE OF 1988 AMENDMENT

Section 8016(b) of Pub. L. 100-647 provided that:

‘(1) Except as provided in paragraph (2), the amend-
ments made by this section [amending this section,
sections 3121 and 3306 of this title, and sections 405, 410,
and 411 of Title 42, The Public Health and Welfare] shall
be effective on the date of the enactment of this Act
[Nov. 10, 1988].

‘“(2) Any amendment made by this section to a provi-
sion of a particular Public Law which is referred to by
its number, or to a provision of the Social Security Act
[42 U.S.C. 301 et seq.] or the Internal Revenue Code of
1986 as added or amended by a provision of a particular
Public Law which is so referred to, shall be effective as
though it had been included or reflected in the relevant
provisions of that Public Law at the time of its enact-
ment.”

EFFECTIVE DATE OF 1987 AMENDMENT

Section 9006(c) of Pub. L. 100-203 provided that: ‘“‘The
amendments made by this section [amending this sec-
tion and section 3121 of this title] shall apply with re-
spect to tips received (and wages paid) on and after
January 1, 1988.”’

EFFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 98-21 applicable to remunera-
tion paid after Dec. 31, 1983, see section 123(a)(3) of Pub.
L. 98-21, set out as a note under section 3101 of this
title.

EFFECTIVE DATE OF 1977 AMENDMENT

Amendment by section 101(a)(2), (b)(2) of Pub. L.
95-216 applicable with respect to remuneration paid or
received, and taxable years beginning, after 1977, see
section 104 of Pub. L. 95-216, set out as a note under sec-
tion 1401 of this title.

Section 315(c) of Pub. L. 95-216 provided that: ‘“The
amendments made by this section [amending this sec-
tion and section 3121 of this title] shall apply with re-
spect to wages paid with respect to employment per-
formed in months after December 1977.”



Page 2329

EFFECTIVE DATE OF 1976 AMENDMENT

Amendment by Pub. L. 94-455 applicable with respect
to wages paid after Dec. 31, 1976, see section 1903(d) of
Pub. L. 94-455, set out as a note under section 3101 of
this title.

EFFECTIVE DATE OF 1973 AMENDMENT

Amendment by Pub. L. 93-233 applicable only with re-
spect to remuneration paid after December 31, 1973, see
section 6(c) of Pub. L. 93-233, set out as a note under
section 1401 of this title.

EFFECTIVE DATE OF 1972 AMENDMENTS

Amendment by Pub. L. 92-603 applicable only with re-
spect to remuneration paid after Dec. 31, 1972, see sec-
tion 135(c) of Pub. L. 92-603, set out as a note under sec-
tion 1401 of this title.

Amendment by Pub. L. 92-336 applicable only with re-
spect to remuneration paid after December 31, 1972, see
section 204(c) of Pub. L. 92-336, set out as a note under
section 1401 of this title.

EFFECTIVE DATE OF 1971 AMENDMENT

Amendment by Pub. L. 92-5 applicable only with re-
spect to remuneration paid after Dec. 31, 1971, see sec-
tion 204(b) of Pub. L. 92-5, set out as a note under sec-
tion 3101 of this title.

EFFECTIVE DATE OF 1968 AMENDMENT

Amendment by Pub. L. 90-248 applicable only with re-
spect to remuneration paid after Dec. 31, 1967, see sec-
tion 109(c) of Pub. L. 90-248, set out as a note under sec-
tion 1401 of this title.

EFFECTIVE DATE OF 1965 AMENDMENT

Amendment by section 111(c)(6) of Pub. L. 89-97 appli-
cable to calendar year 1966 or to any subsequent cal-
endar year but only if by October 1 immediately pre-
ceding such calendar year the Railroad Retirement Tax
Act (section 3201 et seq. of this title) provides for a
maximum amount of monthly compensation taxable
under such Act during all months of such calendar year
equal to one-twelfth of maximum wages which Federal
Insurance Contributions Act (section 3101 et seq. of this
title) provides may be counted for such calendar year,
see section 111(e) of Pub. L. 89-97, set out as an Effec-
tive Date note under section 1395i-1 of Title 42, The
Public Health and Welfare.

Amendment by section 321(c) of Pub. L. 89-97 applica-
ble with respect to remuneration paid after December
31, 1965, see section 321(d) of Pub. L. 89-97, set out as a
note under section 1401 of this title.

EFFECTIVE DATE OF 1961 AMENDMENT

Amendment by Pub. L. 87-64 applicable with respect
to remuneration paid after Dec. 31, 1961, see section
201(d) of Pub. L. 87-64, set out as a note under section
1401 of this title.

EFFECTIVE DATE OF 1958 AMENDMENT

Amendment by Pub. L. 85-840 applicable with respect
to remuneration paid after Dec. 31, 1958, see section
401(d) of Pub. L. 85-840, set out as a note under section
1401 of this title.

EFFECTIVE DATE OF 1956 AMENDMENT

Amendment by act Aug. 1, 1956, applicable with re-
spect to remuneration paid after Dec. 31, 1956, see sec-
tion 202(d) of such act Aug. 1, 1956, set out as a note
under section 1401 of this title.

PENALTIES AND INTEREST NOT ASSESSED FOR FAILURE
To MAKE TIMELY PAYMENT DURING PERIOD JANUARY
1, 1982, TO JUNE 30, 1982, OF TAXES ATTRIBUTABLE TO
AMENDMENTS BY PUB. L. 97-123

For provision that no penalties or interest shall be
assessed on account of any failure to make timely pay-
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ment of taxes imposed by this section with respect to
payments made for the period Jan. 1, 1982, and ending
June 30, 1982, to the extent that such taxes are attrib-
utable to section 3 of Pub. L. 97-123 or the amendments
made by that section, see section 3(f) of Pub. L. 97-123,
set out as a note under section 3101 of this title.

§ 3112. Instrumentalities of the United States

Notwithstanding any other provision of law
(whether enacted before or after the enactment
of this section) which grants to any instrumen-
tality of the United States an exemption from
taxation, such instrumentality shall not be ex-
empt from the tax imposed by section 3111 un-
less such other provision of law grants a specific
exemption, by reference to section 3111 (or the
corresponding section of prior law), from the tax
imposed by such section.

(Aug. 16, 1954, ch. 736, 68A Stat. 416.)

[§3113. Repealed. Pub. L. 94-455, title XIX,
§1903(a)(2), Oct. 4, 1976, 90 Stat. 1806]

Section, added Aug. 1, 1956, ch. 836, title II, §201(a)(1),
70 Stat. 839, related to a restriction on exemptions from
taxation for District of Columbia credit unions with re-
spect to the tax imposed by section 3111 of this title.

EFFECTIVE DATE OF REPEAL

Repeal applicable with respect to wages paid after
Dec. 31, 1976, see section 1903(d) of Pub. L. 94-455, set
out as an Effective Date of 1976 Amendment note under
section 3101 of this title.

Subchapter C—General Provisions

Sec.

3121. Definitions.

3122. Federal service.

3123. Deductions as constructive payments.

3124. Estimate of revenue reduction.

3125. Returns in the case of governmental employ-
ees in States, Guam, American Samoa, and
the District of Columbia.

3126. Return and payment by governmental em-
ployer.

3127. Exemption for employers and their employees
where both are members of religious faiths
opposed to participation in Social Security
Act programs.

3128. Short title.

AMENDMENTS

1988—Pub. L. 100-647, title VIII, §8007(a)(2), Nov. 10,
1988, 102 Stat. 3782, added item 3127 and redesignated
former item 3127 as 3128.

1986—Pub. L. 99-509, title IX, §9002(a)(2), Oct. 21, 1986,
100 Stat. 1971, added item 3126 and redesignated former
item 3126 as 3127.

Pub. L. 99-272, title XIII, §13205(a)(2)(A)(iii), Apr. 7,
1986, 100 Stat. 315, inserted ‘‘States,” in item 3125.

1965—Pub. L. 89-97, title III, §317(c)(3), July 30, 1965, 79
Stat. 389, inserted reference to the District of Columbia
in item 3125.

1960—Pub. L. 86-778, title I, §103(q)(2), Sept. 13, 1960, 74
Stat. 940, added item 3125 and redesignated former item
3125 as 3126.

§ 3121. Definitions
(a) Wages

For purposes of this chapter, the term
“wages’” means all remuneration for employ-
ment, including the cash value of all remunera-
tion (including benefits) paid in any medium
other than cash; except that such term shall not
include—



§3121

(1) in the case of the taxes imposed by sec-
tions 3101(a) and 3111(a) that part of the remu-
neration which, after remuneration (other
than remuneration referred to in the succeed-
ing paragraphs of this subsection) equal to the
contribution and benefit base (as determined
under section 230 of the Social Security Act)
with respect to employment has been paid to
an individual by an employer during the cal-
endar year with respect to which such con-
tribution and benefit base is effective, is paid
to such individual by such employer during
such calendar year. If an employer (herein-
after referred to as successor employer) during
any calendar year acquires substantially all
the property used in a trade or business of an-
other employer (hereinafter referred to as a
predecessor), or used in a separate unit of a
trade or business of a predecessor, and imme-
diately after the acquisition employs in his
trade or business an individual who imme-
diately prior to the acquisition was employed
in the trade or business of such predecessor,
then, for the purpose of determining whether
the successor employer has paid remuneration
(other than remuneration referred to in the
succeeding paragraphs of this subsection) with
respect to employment equal to the contribu-
tion and benefit base (as determined under
section 230 of the Social Security Act) to such
individual during such calendar year, any re-
muneration (other than remuneration referred
to in the succeeding paragraphs of this sub-
section) with respect to employment paid (or
considered under this paragraph as having
been paid) to such individual by such prede-
cessor during such calendar year and prior to
such acquisition shall be considered as having
been paid by such successor employer;

(2) the amount of any payment (including
any amount paid by an employer for insurance
or annuities, or into a fund, to provide for any
such payment) made to, or on behalf of, an
employee or any of his dependents under a
plan or system established by an employer
which makes provision for his employees gen-
erally (or for his employees generally and
their dependents) or for a class or classes of
his employees (or for a class or classes of his
employees and their dependents), on account
of—

(A) sickness or accident disability (but, in
the case of payments made to an employee
or any of his dependents, this subparagraph
shall exclude from the term ‘‘wages’ only
payments which are received under a work-
man’s compensation law), or

(B) medical or hospitalization expenses in
connection with sickness or accident disabil-
ity, or

(C) death, except that this paragraph does
not apply to a payment for group-term life
insurance to the extent that such payment
is includible in the gross income of the em-
ployee;

[(3) Repealed. Pub. L. 9821, title III,
§324(a)(3)(B), Apr. 20, 1983, 97 Stat. 123]

(4) any payment on account of sickness or
accident disability, or medical or hospitaliza-
tion expenses in connection with sickness or
accident disability, made by an employer to,
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or on behalf of, an employee after the expira-
tion of 6 calendar months following the last
calendar month in which the employee worked
for such employer;

(5) any payment made to, or on behalf of, an
employee or his beneficiary—

(A) from or to a trust described in section
401(a) which is exempt from tax under sec-
tion 501(a) at the time of such payment un-
less such payment is made to an employee of
the trust as remuneration for services ren-
dered as such employee and not as a bene-
ficiary of the trust,

(B) under or to an annuity plan which, at
the time of such payment, is a plan de-
scribed in section 403(a),

(C) under a simplified employee pension
(as defined in section 408(k)(1)), other than
any contributions described in section
408(k)(6),

(D) under or to an annuity contract de-
scribed in section 403(b), other than a pay-
ment for the purchase of such contract
which is made by reason of a salary reduc-
tion agreement (whether evidenced by a
written instrument or otherwise),

(E) under or to an exempt governmental
deferred compensation plan (as defined in
subsection (v)(3)),

(F) to supplement pension benefits under a
plan or trust described in any of the fore-
going provisions of this paragraph to take
into account some portion or all of the in-
crease in the cost of living (as determined by
the Secretary of Liabor) since retirement but
only if such supplemental payments are
under a plan which is treated as a welfare
plan under section 3(2)(B)(ii) of the Em-
ployee Retirement Income Security Act of
1974,

(G) under a cafeteria plan (within the
meaning of section 125) if such payment
would not be treated as wages without re-
gard to such plan and it is reasonable to be-
lieve that (if section 125 applied for purposes
of this section) section 125 would not treat
any wages as constructively received,

(H) under an arrangement to which section
408(p) applies, other than any elective con-
tributions under paragraph (2)(A)(i) thereof,
or

(I) under a plan described in section
457(e)(11)(A)({i) and maintained by an eligi-
ble employer (as defined in section 457(e)(1));

(6) the payment by an employer (without de-
duction from the remuneration of the em-
ployee)—

(A) of the tax imposed upon an employee
under section 3101, or

(B) of any payment required from an em-
ployee under a State unemployment com-
pensation law,

with respect to remuneration paid to an em-
ployee for domestic service in a private home
of the employer or for agricultural labor;

(T(A) remuneration paid in any medium
other than cash to an employee for service not
in the course of the employer’s trade or busi-
ness or for domestic service in a private home
of the employer;
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(B) cash remuneration paid by an employer
in any calendar year to an employee for do-
mestic service in a private home of the em-
ployer (including domestic service on a farm
operated for profit), if the cash remuneration
paid in such year by the employer to the em-
ployee for such service is less than the appli-
cable dollar threshold (as defined in subsection
(x)) for such year;

(C) cash remuneration paid by an employer
in any calendar year to an employee for serv-
ice not in the course of the employer’s trade
or business, if the cash remuneration paid in
such year by the employer to the employee for
such service is less than $100. As used in this
subparagraph, the term ‘‘service not in the
course of the employer’s trade or business’
does not include domestic service in a private
home of the employer and does not include
service described in subsection (€)(5);

(8)(A) remuneration paid in any medium
other than cash for agricultural labor;

(B) cash remuneration paid by an employer
in any calendar year to an employee for agri-
cultural labor unless—

(i) the cash remuneration paid in such
year by the employer to the employee for
such labor is $150 or more, or

(ii) the employer’s expenditures for agri-
cultural labor in such year equal or exceed
$2,500,

except that clause (ii) shall not apply in deter-
mining whether remuneration paid to an em-
ployee constitutes ‘‘wages’ under this section
if such employee (I) is employed as a hand har-
vest laborer and is paid on a piece rate basis in
an operation which has been, and is customar-
ily and generally recognized as having been,
paid on a piece rate basis in the region of em-
ployment, (II) commutes daily from his per-
manent residence to the farm on which he is
so employed, and (III) has been employed in
agriculture less than 13 weeks during the pre-
ceding calendar year;

[(9) Repealed. Pub. L. 98-21, title III,
§324(a)(3)(B), Apr. 20, 1983, 97 Stat. 123]

(10) remuneration paid by an employer in
any calendar year to an employee for service
described in subsection (d)(3)(C) (relating to
home workers), if the cash remuneration paid
in such year by the employer to the employee
for such service is less than $100;

(11) remuneration paid to or on behalf of an
employee if (and to the extent that) at the
time of the payment of such remuneration it
is reasonable to believe that a corresponding
deduction is allowable under section 217 (de-
termined without regard to section 274(n));

(12)(A) tips paid in any medium other than
cash;

(B) cash tips received by an employee in any
calendar month in the course of his employ-
ment by an employer unless the amount of
such cash tips is $20 or more;

(13) any payment or series of payments by an
employer to an employee or any of his depend-
ents which is paid—

(A) upon or after the termination of an
employee’s employment relationship be-
cause of (i) death, or (ii) retirement for dis-
ability, and
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(B) under a plan established by the em-
ployer which makes provision for his em-
ployees generally or a class or classes of his
employees (or for such employees or class or
classes of employees and their dependents),

other than any such payment or series of pay-
ments which would have been paid if the em-
ployee’s employment relationship had not
been so terminated;

(14) any payment made by an employer to a
survivor or the estate of a former employee
after the calendar year in which such em-
ployee died;

(15) any payment made by an employer to an
employee, if at the time such payment is made
such employee is entitled to disability insur-
ance benefits under section 223(a) of the Social
Security Act and such entitlement com-
menced prior to the calendar year in which
such payment is made, and if such employee
did not perform any services for such em-
ployer during the period for which such pay-
ment is made;

(16) remuneration paid by an organization
exempt from income tax under section 501(a)
(other than an organization described in sec-
tion 401(a)) or under section 521 in any cal-
endar year to an employee for service rendered
in the employ of such organization, if the re-
muneration paid in such year by the organiza-
tion to the employee for such service is less
than $100;

(17) any contribution, payment, or service
provided by an employer which may be ex-
cluded from the gross income of an employee,
his spouse, or his dependents, under the provi-
sions of section 120 (relating to amounts re-
ceived under qualified group legal services
plans);

(18) any payment made, or benefit furnished,
to or for the benefit of an employee if at the
time of such payment or such furnishing it is
reasonable to believe that the employee will
be able to exclude such payment or benefit
from income under section 127, 129, 134(b)(4), or
134(0)(5);

(19) the value of any meals or lodging fur-
nished by or on behalf of the employer if at
the time of such furnishing it is reasonable to
believe that the employee will be able to ex-
clude such items from income under section
119;

(20) any benefit provided to or on behalf of
an employee if at the time such benefit is pro-
vided it is reasonable to believe that the em-
ployee will be able to exclude such benefit
from income under section 74(c), 108(f)(4), 117,
or 132;

(21) in the case of a member of an Indian
tribe, any remuneration on which no tax is im-
posed by this chapter by reason of section 7873
(relating to income derived by Indians from
exercise of fishing rights); or

(22) remuneration on account of—

(A) a transfer of a share of stock to any in-
dividual pursuant to an exercise of an incen-
tive stock option (as defined in section
422(b)) or under an employee stock purchase
plan (as defined in section 423(b)), or

(B) any disposition by the individual of
such stock.
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Nothing in the regulations prescribed for pur-
poses of chapter 24 (relating to income tax with-
holding) which provides an exclusion from
“wages’ as used in such chapter shall be con-
strued to require a similar exclusion from
“wages’ in the regulations prescribed for pur-
poses of this chapter. Except as otherwise pro-
vided in regulations prescribed by the Secretary,
any third party which makes a payment in-
cluded in wages solely by reason of the par-
enthetical matter contained in subparagraph (A)
of paragraph (2) shall be treated for purposes of
this chapter and chapter 22 as the employer with
respect to such wages.

(b) Employment

For purposes of this chapter, the term ‘‘em-
ployment’” means any service, of whatever na-
ture, performed (A) by an employee for the per-
son employing him, irrespective of the citizen-
ship or residence of either, (i) within the United
States, or (ii) on or in connection with an Amer-
ican vessel or American aircraft under a con-
tract of service which is entered into within the
United States or during the performance of
which and while the employee is employed on
the vessel or aircraft it touches at a port in the
United States, if the employee is employed on
and in connection with such vessel or aircraft
when outside the United States, or (B) outside
the United States by a citizen or resident of the
United States as an employee for an American
employer (as defined in subsection (h)), or (C) if
it is service, regardless of where or by whom
performed, which is designated as employment
or recognized as equivalent to employment
under an agreement entered into under section
233 of the Social Security Act; except that such
term shall not include—

(1) service performed by foreign agricultural
workers lawfully admitted to the TUnited
States from the Bahamas, Jamaica, and the
other British West Indies, or from any other
foreign country or possession thereof, on a
temporary basis to perform agricultural labor;

(2) domestic service performed in a local col-
lege club, or local chapter of a college frater-
nity or sorority, by a student who is enrolled
and is regularly attending classes at a school,
college, or university;

(3)(A) service performed by a child under the
age of 18 in the employ of his father or mother;

(B) service not in the course of the employ-
er’s trade or business, or domestic service in a
private home of the employer, performed by
an individual under the age of 21 in the employ
of his father or mother, or performed by an in-
dividual in the employ of his spouse or son or
daughter; except that the provisions of this
subparagraph shall not be applicable to such
domestic service performed by an individual in
the employ of his son or daughter if—

(i) the employer is a surviving spouse or a
divorced individual and has not remarried,
or has a spouse living in the home who has
a mental or physical condition which results
in such spouse’s being incapable of caring for
a son, daughter, stepson, or stepdaughter
(referred to in clause (ii)) for at least 4 con-
tinuous weeks in the calendar quarter in
which the service is rendered, and
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(ii) a son, daughter, stepson, or step-
daughter of such employer is living in the
home, and

(iii) the son, daughter, stepson, or step-
daughter (referred to in clause (ii)) has not
attained age 18 or has a mental or physical
condition which requires the personal care
and supervision of an adult for at least 4
continuous weeks in the calendar quarter in
which the service is rendered;

(4) service performed by an individual on or
in connection with a vessel not an American
vessel, or on or in connection with an aircraft
not an American aircraft, if (A) the individual
is employed on and in connection with such
vessel or aircraft, when outside the United
States and (B)(i) such individual is not a citi-
zen of the United States or (ii) the employer is
not an American employer;

(5) service performed in the employ of the
United States or any instrumentality of the
United States, if such service—

(A) would be excluded from the term ‘‘em-
ployment” for purposes of this title if the
provisions of paragraphs (6) and (6) of this
subsection as in effect in January 1983 had
remained in effect, and

(B) is performed by an individual who—

(i) has been continuously performing
service described in subparagraph (A) since
December 31, 1983, and for purposes of this
clause—

(I) if an individual performing service
described in subparagraph (A) returns to
the performance of such service after
being separated therefrom for a period of
less than 366 consecutive days, regardless
of whether the period began before, on,
or after December 31, 1983, then such
service shall be considered continuous,

(IT) if an individual performing service
described in subparagraph (A) returns to
the performance of such service after
being detailed or transferred to an inter-
national organization as described under
section 3343 of subchapter III of chapter
33 of title 5, United States Code, or under
section 3581 of chapter 35 of such title,
then the service performed for that orga-
nization shall be considered service de-
scribed in subparagraph (A),

(IT1) if an individual performing service
described in subparagraph (A) is reem-
ployed or reinstated after being sepa-
rated from such service for the purpose
of accepting employment with the Amer-
ican Institute in Taiwan as provided
under section 3310 of chapter 48 of title
22, United States Code, then the service
performed for that Institute shall be con-
sidered service described in subpara-
graph (A),

(IV) if an individual performing service
described in subparagraph (A) returns to
the performance of such service after
performing service as a member of a uni-
formed service (including, for purposes of
this clause, service in the National
Guard and temporary service in the
Coast Guard Reserve) and after exercis-
ing restoration or reemployment rights
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as provided under chapter 43 of title 38,
United States Code, then the service so
performed as a member of a uniformed
service shall be considered service de-
scribed in subparagraph (A), and

(V) if an individual performing service
described in subparagraph (A) returns to
the performance of such service after
employment (by a tribal organization) to
which section 105(e)(2)! of the Indian
Self-Determination Act applies, then the
service performed for that tribal organi-
zation shall be considered service de-
scribed in subparagraph (A); or

(ii) is receiving an annuity from the
Civil Service Retirement and Disability
Fund, or benefits (for service as an em-
ployee) under another retirement system
established by a law of the United States
for employees of the Federal Government
(other than for members of the uniformed
service);

except that this paragraph shall not apply
with respect to any such service performed on
or after any date on which such individual per-
forms—
(C) service performed as the President or
Vice President of the United States,
(D) service performed—

(i) in a position placed in the Executive
Schedule under sections 5312 through 5317
of title 5, United States Code,

(ii) as a noncareer appointee in the Sen-
ior Executive Service or a noncareer mem-
ber of the Senior Foreign Service, or

(iii) in a position to which the individual
is appointed by the President (or his des-
ignee) or the Vice President under section
105(a)(1), 106(a)(1), or 107 (a)(1l) or (b)(1) of
title 3, United States Code, if the maxi-
mum rate of basic pay for such position is
at or above the rate for level V of the Ex-
ecutive Schedule,

(E) service performed as the Chief Justice
of the United States, an Associate Justice of
the Supreme Court, a judge of a United
States court of appeals, a judge of a United
States district court (including the district
court of a territory), a judge of the United
States Court of Federal Claims, a judge of
the United States Court of International
Trade, a judge or special trial judge of the
United States Tax Court, a United States
magistrate judge, or a referee in bankruptcy
or United States bankruptcy judge,

(F) service performed as a Member, Dele-
gate, or Resident Commissioner of or to the
Congress,

(G) any other service in the legislative
branch of the Federal Government if such
service—

(i) is performed by an individual who was
not subject to subchapter III of chapter 83
of title 5, United States Code, or to an-
other retirement system established by a
law of the United States for employees of
the Federal Government (other than for
members of the uniformed services), on
December 31, 1983, or

1See References in Text note below.

(ii) is performed by an individual who
has, at any time after December 31, 1983,
received a lump-sum payment under sec-
tion 8342(a) of title 5, United States Code,
or under the corresponding provision of
the law establishing the other retirement
system described in clause (i), or

(iii) is performed by an individual after
such individual has otherwise ceased to be
subject to subchapter III of chapter 83 of
title 5, United States Code (without having
an application pending for coverage under
such subchapter), while performing service
in the legislative branch (determined with-
out regard to the provisions of subpara-
graph (B) relating to continuity of employ-
ment), for any period of time after Decem-
ber 31, 1983,

and for purposes of this subparagraph (G) an
individual is subject to such subchapter III
or to any such other retirement system at
any time only if (a) such individual’s pay is
subject to deductions, contributions, or
similar payments (concurrent with the serv-
ice being performed at that time) under sec-
tion 8334(a) of such title 5 or the correspond-
ing provision of the law establishing such
other system, or (in a case to which section
8332(k)(1) of such title applies) such individ-
ual is making payments of amounts equiva-
lent to such deductions, contributions, or
similar payments while on leave without
pay, or (b) such individual is receiving an
annuity from the Civil Service Retirement
and Disability Fund, or is receiving benefits
(for service as an employee) under another
retirement system established by a law of
the United States for employees of the Fed-
eral Government (other than for members of
the uniformed services), or
(H) service performed by an individual—

(i) on or after the effective date of an
election by such individual, under section
301 of the Federal Employees’ Retirement
System Act of 1986, section 307 of the Cen-
tral Intelligence Agency Retirement Act
(50 U.S.C. 2157), or the Federal Employees’
Retirement System Open Enrollment Act
of 19972 to become subject to the Federal
Employees’ Retirement System provided
in chapter 84 of title 5, United States Code,
or

(ii) on or after the effective date of an
election by such individual, under regula-
tions issued under section 860 of the For-
eign Service Act of 1980, to become subject
to the Foreign Service Pension System
provided in subchapter II of chapter 8 of
title I of such Act;

(6) service performed in the employ of the

United States or any instrumentality of the
United States if such service is performed—

(A) in a penal institution of the United
States by an inmate thereof;

(B) by any individual as an employee in-
cluded under section 5351(2) of title 5, United
States Code (relating to certain interns, stu-
dent nurses, and other student employees of

280 in original. Probably should be followed by a comma.
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hospitals of the Federal Government), other
than as a medical or dental intern or a medi-
cal or dental resident in training; or

(C) by any individual as an employee serv-
ing on a temporary basis in case of fire,
storm, earthquake, flood, or other similar
emergency;

(7) service performed in the employ of a
State, or any political subdivision thereof, or
any instrumentality of any one or more of the
foregoing which is wholly owned thereby, ex-
cept that this paragraph shall not apply in the
case of—

ity which is wholly owned by such Govern-
ment) by an employee properly classified as
a temporary or intermittent employee, if
such service is not covered by a retirement
system established by a law of Guam; except
that (i) the provisions of this subparagraph
shall not be applicable to services performed
by an elected official or a member of the leg-
islature or in a hospital or penal institution
by a patient or inmate thereof, and (ii) for
purposes of this subparagraph, clauses (i)
and (ii) of subparagraph (B) shall apply,

(E) service included under an agreement

(A) service which, under subsection (j),
constitutes covered transportation service,

(B) service in the employ of the Govern-
ment of Guam or the Government of Amer-
ican Samoa or any political subdivision
thereof, or of any instrumentality of any one
or more of the foregoing which is wholly
owned thereby, performed by an officer or
employee thereof (including a member of the
legislature of any such Government or polit-
ical subdivision), and, for purposes of this
title with respect to the taxes imposed by
this chapter—

(i) any person whose service as such an
officer or employee is not covered by a re-
tirement system established by a law of
the United States shall not, with respect
to such service, be regarded as an em-
ployee of the United States or any agency
or instrumentality thereof, and

(ii) the remuneration for service de-
scribed in clause (i) (including fees paid to
a public official) shall be deemed to have
been paid by the Government of Guam or
the Government of American Samoa or by
a political subdivision thereof or an in-
strumentality of any one or more of the
foregoing which is wholly owned thereby,
whichever is appropriate,

(C) service performed in the employ of the
District of Columbia or any instrumentality
which is wholly owned thereby, if such serv-
ice is not covered by a retirement system es-
tablished by a law of the United States
(other than the Federal Employees Retire-
ment System provided in chapter 84 of title
5, United States Code); except that the pro-
visions of this subparagraph shall not be ap-
plicable to service performed—

(i) in a hospital or penal institution by a
patient or inmate thereof;

(ii) by any individual as an employee in-
cluded under section 5351(2) of title 5,
United States Code (relating to certain in-
terns, student nurses, and other student
employees of hospitals of the District of
Columbia Government), other than as a
medical or dental intern or as a medical or
dental resident in training;

(iii) by any individual as an employee
serving on a temporary basis in case of
fire, storm, snow, earthquake, flood or
other similar emergency; or

(iv) by a member of a board, committee,
or council of the District of Columbia, paid
on a per diem, meeting, or other fee basis,

(D) service performed in the employ of the
Government of Guam (or any instrumental-

entered into pursuant to section 218 of the
Social Security Act, or

(F) service in the employ of 